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Duringthe2000Legida
tive Session, HouseBill
107, theUtah Residential
MortgagePracticesAct
(the*Act”) waspassedin
theHouse by avoteof 63
to 1andinthe Senate by
avoteof 27t0 0. Repre-
sentativeGerry A. Adair
sponsoredthebill. Representative Adair isbothareal
estatebroker and an appraiser. TheUtah Division of
Real Estatehasbeen assigned theresponsibility of
adminigteringtheAct.

TheActfollowsaregistrationmodel rather thana
licensngmodd. Thismeansthat companiesandindi-
vidua swill register withtheDivisonbut will notreceive
alicense. Applicantswill not berequiredtohavetaken
pre-registration education or to havetaken acompe-
tency examination. Applicantswill berequiredtobe
fingerprinted and to submit to acriminal background
check. They will alsoberequiredtoobtainasurety
bond ($10,000.00for individual sand $25,000.00 for
entities), obtainaletter of credit or deposit assetsof
equivaentvaue. Individualswill berequiredtoregister
beginning July 1, 2000 and thoseentitieswho have
current notificationsfiledwith the Department of Finan-
cia Institutionswill berequiredtoregister withthe
DivisononJuly 1, 2001.

Unlessapersonisexempt under the Act, aperson may
not transact thebusi nessof residential mortgageloansin
Utahwithout beingregistered under theAct. The
businessof residential mortgageloansisdefinedinthe

Actasmakingor originating aresidential mortgageloan
for compensation, directly orindirectly soliciting, pro-
cessing, placing or negotiatingaresidential mortgageloan
for another, or rendering servicesrelated totheorigina-
tion, processing or funding of aresidential mortgageloan
including: taking applications, obtai ning verificationsand
appraisals,and communicating withtheborrower and
lender.

Thefollowing, anong others, areexempt fromthe
registrationrequirement: thefederal government, astate
or political subdivision of astate; anagency createdby a
governmental entity suchasFHA, FannieMag, RTC,
etc.; adepogtory ingtitution, it’ saffiliatesor employees;
attorneys, and certainindividual sactingontheir own
behdlf.

A Residentid Mortgage Regulatory Commissionwill be
created. TheCommissionwill consist of fivemembers
appointed by the Executive Director of the Department
of Commercewiththeapproval of theGovernor. Two
memberswill beindustry memberswithat least three
yearsof residential mortgagelending experience. Two
memberswill befromthegeneral publicandthefifth
member will bethecommiss oner of the Department of
Financial Ingtitutionsor thecommissioner’ sdesignee.
Except for the Department of Financia I nstitutions
representative, eachwill servefor atermof four years
unlessotherwisedetermined by the Governor. The
Commissionwill concur withtheDivisononregistration
anddisciplinary mattersand shall advisetheDivision
concerning theadministration and enforcement of the
Act.

TheAct specifiesthat certain prohibited conduct viol ates
theAct and subjectstheregistrant to disciplinary action,
continued on page 2
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Mortgage Practices Act
continued from page 1

including afine, revocation, suspen-
sionor probation. Suchactivitiesas
chargingexcessvefees, givingthings
of valuefor referrals, attemptingto
influencetheindependent judgment of
appraisersand making fal sestate-
mentsor representationstoinducea
lender toextend credit areall prohib-
ited by the Act.

If you, or someoneyou know, would
liketoapply to serveontheResiden-
tial MortgageRegulatory Commis-
sion, pleasecontact theDivision.

Y oumay read HouseBill 107 by
goingtotheStateL egidaturewebsite
atwww.|le.state.ut.us.

Purpose: To provide licensees with the
information and education they need to
be successful in competently serving the
public
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@ Disciplinary Sanctions

FORREST, NATHAN L., State-Certified
Residential Appraiser, Provo. Surrendered
hiscertification, effectiveMarch 14, 2000, in
lieu of continuing to respond to the
Division's investigation of twelve com-
plaints filed against him in Case numbers
AP97-06-06, AP97-11-16, AP98-09-06, AP98-
10-25, AP98-12-21, AP99-04-11, AP99-08-12,
AP99-08-14, AP99-08-22, AP99-09-26, AP99-
12-13, and AP20-01-09. Forrest agreed not
toreapply for anew licensefor aminimum of
fiveyears, that hewill not own or manage a
company which appraises in Utah, and that
he will not work for a Utah appraiser as a
trainee, unclassified individual earning
points for licensure or certification, clerical
support staff, or in any other capacity for
that same period of time.

GORDON, PETERW., State-Certified Resi-
dential Appraiser, Springville. Consented
to pay a$500.00 fine, based on an appraisal
which violated USPAP by failing to discuss
external obsolescent from an adjacent junk
yard and by failing to discuss the potential
environmental hazardfromthejunk yard. In
mitigation, the appraisa was performed
when Mr. Gordon wasaregistered apprai ser
and he has since taken the additional
education, passed the examination, and
becomecertified.

JUMPER, BLAKE, Registered Appraiser,
North Salt L ake. Consented to pay a$500.00
fineand completeaUSPAP coursebased on
an appraisel which violated USPAP by
failing to accurately verify and analyze
comparable sales data or the listing price of

the home, by failing to show how he valued
thesite, and by failingto maintaindatain his
files. In mitigation, the appraisal was
performed in 1995, early in Mr. Jumper's
career as an appraiser.

OLIVERSON,KEVIN, State-Registered Ap-
praiser, Cedar City. Surrendered his
registration, effective April 15, 2000, inlieu
of continuing to respond to the Division’s
investigation of six complaintsfiled against
himinCaseNumbersAP99-02-16, AP99-07-
06, AP99-07-17, AP99-07-18, AP99-09-22,
and AP99-09-24. Oliverson agreed not to
reapply for anew license for a minimum of
fiveyears, that hewill not own or manage a
company which appraisesin Utah, and that
he will not work for a Utah appraiser as a
trainee, unclassified individual earning
pointsfor licensure or certification, clerical
support staff, or in any other capacity, for
that same period of time.

PETERSON, B.KENT, State-Certifiedresi-
dential Appraiser, Orem. Surrendered his
certification, effective March 14, 2000, in
lieu of continuing to respond to the
Division’s investigation of two complaints
filed against himin CaseNumbers AP97-07-
19, and AP99-09-21. Peterson agreed not to
reapply for anew license for a minimum of
fiveyears, that hewill not own or manage a
company which appraisesin Utah, and that
he will not work for a Utah appraiser as a
trainee, unclassified individual earning
pointsfor licensure or certification, clerical
support staff, or in any other capacity for
that same period of time.
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In Memoriam

The Division of Real Estate expresses condolences
to the families of
Brad M. Jensen & Robert J. Sidwell
Utah Certified Residential
appraisers who passed away recently.
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USPAP Q & A

Vol. 2, No. 1 - January 2000

This communication by the Appraisal Sandards Board (ASB)
does not establish new standards or interpret existing standards.
The ASB USPAP Q& A isissued to state and territory appraisal
regulatorsto informall states and territories of the ASB re-
sponses to questions raised by regulators and individuals; to
illustrate the applicability of USPAP in specific situations; and
to offer advice fromthe ASB for the resolution of appraisal issues
and problems. The ASB USPAP Q&A do not congtitute a legal
opinion of the ASB.

QUESTION#1.

A lender hasrequested an appraisal for ahomethatis
being purchased. Then after the purchase, thelender said
itwill needan“updated” appraisal toreflect arefinance
situation? Can | accept an“update”’ appraisal assignment
of thisnature? If so, what advice canyou provideabout
what | need to dointheupdate process?

ANSWER:

USPAPalowsappraisersto update previousappraisals
of thesameproperty. Advisory Opinion AO-3 specifi-

cally addressesupdates. InthisAQO, itisrecommended
that thefollowing conditionsbemet beforeacceptingan

updateassignment:

1. Theorigina appraiser/firmandclientareinvolved

2. Thereal estate hasundergoneno significant change
sincetheoriginal appraisal.

3. Thetime period between theeffectivedate of the
original appraisal (or most recent update) andthe
effectivedate of the pending updateisnot unreason-
ably long for thetypeof real estateinvolved.

Inthesituationyou describe, it woul d appear that the
aboveconditionswouldbemet. Inaddition, you should
bevery clear about your roleand your assignment. AO-3
recommendsthat you a so specifically referenceyour
original report, being careful to point out thedate of that
report and theeffectivedateof that appraisal. Thisisto
avoidareader becoming confused when reading both
reports. Further, you shouldtakecaretoindicateany
changestotheproperty or inthe market that have oc-
curred sincethetimeof theoriginal work, asrecom-
mendedinAO-3.
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USPAPdoesnot, and cannot, addresswhat would bean
appropriateamount of timebetween theclosing of aloan
andtheclosing of arefinanceof suchloan. Aslongasthe
appraiser isnot participatinginwhat they know to be
fraud or other illegd activity, heor shemay takean
assignment of thistype.

QUESTION#2:
Weretheremany changesinthenew 2000 edition of
USPAP? I'mareviewer - has Standard 3 been revised?

ANSWER:

A number of revisionshave beenmadeinthe USPAP
2000, includingtheETHICSand COMPETENCY
RULES, new definitions, STANDARDS1, 2,3,7,8,9
and 10, several Statements, and theguidanceprovidedin
severa Advisory Opinions. Every appraiser shouldtake
stepsto learn about these asthey may haveanimpact on
hisor her appraisal activities.

Several changeshavebeen madeto STANDARD 3,
which addressesappraisal reviews. Someof theseare
briefly summarizedasfollows:

» Statement 1 hasbeenretired, with the pertinent
informationincorporatedinto STANDARD 3

* Thisstandard now appliesto persona property
appraisal reviews, aswell asreal property appraisa
reviews.

* Theterm*“Review Appraiser” hasbeenreplacedwith
“Reviewer,” and“Review Appraisa” with*“ Appraisal
Review.” Thesenew termsshould helpavoidconfusing
implications, such asthat an appraisal isalwayspart of a
review assgnment.

* Anappraisal review assgnment cannow includeall, or
part of, thework of another appraiser.

* Thedefinitionof “Review” inUSPAPhasbeen
replaced with* Appraisal Review: the act or process of
devel oping and communicating an opinion about the
quality of another appraiser’'swork. ..”

» Theactivitiesof theappraisal review functionhave
been moreclearly delineated betweenthereviewer
providinganappraisal review opinion, aone,and
providing that opinion plushisor her ownopinionof value
(i.e., anappraisal) whenthat isasecond purposewithin

thesameassgnment. continued on page 4
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USPAP Q&A

continued from page 3

* Inordertosatisfy therequirementsof STANDARD 1 or 7when
areviewer’ sopinionof valueisrequired, areviewer may extendinto
hisor her own devel opment processthose portionsof theoriginal
appraisal concludedtobecredibleandincompliancewith
STANDARD 1, based onanextraordinary assumption. Thoseitems
not deemed to becredibleor in compliance must bereplaced with
information or analysisby thereviewer, devel opedin conformance
withSTANDARD 1or 7, asapplicable, to produceacrediblevalue
opnion.

» Thereviewer’ sscopeof work can bedifferent from the scopeof
theorigina work under review.

* Thereviewer may includehisor her ownvalueopinionwithinthe
appraisal review reportitsalf without preparing aseparateappraisal
report. However, changesto thereport content by thereviewer to
support aseparateval ueconclusion must match, at aminimum, the
reporting requirements(Self-Contained, Summary or Restricted Use
Appraisal Report) of thereport under review.

Theabovesummary ismeant to highlight the changesand should not
substitutefor athoroughreadingof STANDARD 3itself. In
addition, the ASB iscurrently preparing to exposefor public
comment adraft of anew Advisory Opinionto provideguidanceon
how areviewer’ sopinionof valuewithinanappraisal review
assignment affectsthescopeof work insuch anassignment.

QUESTION#3:

| am appraising an apartment complex whichincludessomepersona
property such asrefrigerators, alawn mower and severa other
piecesof maintenance equipment. If thecomplex sold, theseitems
wouldsdll withit,andall my comparablesales =y, asoinclude

samilar persond property and equipment. What dol have
todoinorder tocomply withUSPAP?
ANSWER: Ay

1)

StandardsRule 1-4(g) of USPA P states:
“An appraiser must analyzetheeffect on valueof any
personal property, tradefixtures, or intangibleitemsthat
arenot real property but areincludedintheappraisal.

Comment: Competency inpersonal property appraisal (see
STANDARD 7) or businessvaluation (see STANDARD 9) may
berequiredwhenitisnecessary todlocatetheoveral valueto
theproperty components. A separatevaluation, developedin

compliancewiththe Standard pertinent to
thetypeof property involved, isrequired
whenthevaueof anon-realty itemor
combinationof suchitemsissignificantto
theoverdl value”

Y oumust first decideif, inyour judgement, the
persond property issignificant totheoverall
value. Ifitissignificant, youmust developa
separateva uationaccomplishedincompliance
withSTANDARD 7. Thisvaluewouldbe
includedinyour report under therequirements
of SR2-2(a), (b), or (c)(ix).

If you decidetheva ueof thepersonal property
isnot sgnificant, aseparateva uationisnot
required and therewould beno specific
reporting requirement. However, youmust be
clearinyour report that your valueconclusion
includesthepersona property.

Alsonotethat thisisaspecificrequirement from
whichdepartureispermitted. Thus, youmay
depart from SR 1-4(g) and performalimited
appraisa by followingtherequirementsinthe
DEPARTURERULE of USPAP. These
requirementsincludecertaindisclosuresinthe
report.

Vol. 2, No. 2 - January 2000

QUESTION #1.

Anattorney hired meto preparean appraisal.
Heasked that | not prepareareport but rather
discussmy conclusionswithhimorally. | have
donethat and heconcluded that my opinionwill
not behel pful to hisclient and thereforedoes
not want awrittenreport. What aremy
obligationsunder USPAPinthissituation?

ANSWER:

Under therecord keeping section of the Ethics
Rule” Anapprai ser must prepareawork filefor
eachassgnment. Thework filemustinclude
thenameof theclient andtheidentity, by name
or type, of any other intended users; truecopies
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of any written reportsdocumented on
any type of media; summariesof any
oral reportsor testimony, or a
transcript of testimony,includingthe
appraiser’ ssigned and dated
certification; all other data, information,
and documentati on necessary to support

theappraiser’ sopinionsand conclusions

andto show compliancewiththisrule
and all other applicable Standards, or
referencesto thelocation(s) of such
other documentation.”
(Italics=emphasisadded)

Clearly your reporting of your appraisa
conclusionstotheattorneyisanoral
report and asummary of such areport
needstobeincludedinthework file.
Also, “theappraiser’ ssigned and dated
certification.”

QUESTION#2:
| amemployedintheBusinessVauation
groupof ABCCPA firm. A client

requestsava uation, whichisbeyondthe

expertiseof my group. | gotothe
BusinessVauation Groupof XY Z CPA
firmwherethereisan appraiser withthe
requisiteexpertiseto completethe
assignment competently. Dol haveany
disclosurerequirementsunder USPAP?

ANSWER:

TheCompetency Rulerequiresthat
“Prior to accepting anassignment or
enteringintoanagreement to performan
assignment, an apprai ser must properly
identify theproblemto beaddressed
and havetheknowledgeand experience
to completetheass gnment competently;
ordternatively:

1. disclosethelack of knowledge
and/or experiencetotheclient before
acceptingtheassgnment;

2. takeall stepsnecessary or
appropriateto completetheassignment
competently; and

3. describethelack of
knowledgeand/or experienceand
thestepstakento completethe
assignment competently inthe
report.

If theclient engagesthe XY Z CPA
firm, andyouassist their apprai ser
whoiscompetent, thenno
disclosureof your lack of

knowledgeor expertiseisrequired.

However, if youarecontracting
withtheclienttoperformthe
assignment, disclosureof your lack
of knowledgeor experiencetothe
client beforeacceptingthe
assgnmentisrequired. If theclient
isgtill willingtohireyou, youmust
takeall stepsnecessary or
appropriateto completethe
assignment competently. Describe
thelack of knowledgeand/or
experienceandthestepstakento
completetheassignment
competently inthereport.

< =
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New Appraiser Board
Members to Be
Appointed

Theendof thefisca year (June30") will
endthetermsof two of themembersof
theAppraiser Licensingand Certifica-
tionBoard, andwill, therefore, create
two vacancies on the seven member
Board. Thevacanciescreatedarefor
two state-certified appraisers, either
Certified Residential or Certified
Genera. Thesewill begubernatorial
appointments for a period of either
threeor four years.

The Board, by law, meets at least
quarterly, but more often meetson a
monthly basis. Themembersreceivea
per diem plusnecessary expenses. The
Board makes administrative rules
regarding licensing, education, record
keeping, handling of fundsby licensees,
property management and standardsof
conduct. Italsoconductsadminigtrative
hearingsrelatingtolicensingor conduct
of licenseesand education providers,
etc.

Anyoneinterestedinbeing considered
for thisappoi ntment shoul d contact Ted
Boyer, Director of theDivision of Real
Estate at 530-6747.

Practicing appraisers need to possess the current
Utah statute and rules, along with the year 2000

edition of USPAP

Contact:
Utah Division of Real Estate
P O Box 146711
Salt Lake City, UT 84114-6711
(801) 530-6747

If you pick them up:

If we mail them:

(=

USPAP -- $6.50
Rules --- $3.00

L

—

USPAP -- $8.50
Rules --- $5.00
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Key Features of The 2000 Uniform Standards of
Professional Appraisal Practice (USPAP)

The2000 edition of USPAPistheresult of exposuredrafts
that occurredon April 27, April 28, June25,and August 11,
1999. On the basis of written responses and substantial
publictestimony at Appraisal StandardsBoard (ASB) public
hearings, the ASB formally adopted the 2000 USPAPon
September 15, 1999. Based on theinput of professional
appraisal organizations, educators, regulators, and state
enforcement agencies, theeffectivedateof the2000USPAP
isJanuary 1, 2000.

For mat: Consecutivelinenumbershavebeenaddedto
thetext beginningwiththepreambleand concluding at the
endof Statement9 (SMT-9). Consecutivelinenumbers
haved sobeenaddedtoeach Advisory Opinion. Theline
numbers are intended to facilitate references to the
document, includingtheidentificationof changesfromthe
previousedition.

Ethics Rule: The Confidentiality section has been
changedtoincludetheappraiser’ sobligationto“actin
goodfaithwithregardtothelegitimateinterestsof the
clientintheuseof confidential informationandinthe
communication of assignment results.” The term
“confidential factual data’ has been replaced with
“confidential information.” The comment in the
Confidentiality section hasbeenmodifiedtoclarify that
thesection doesnot apply when confidential el ements
have been removed through redaction or the process of
aggregation. Thedefinition of confidentia information
was clarified by removing thereferenceto “ publicly
available” information. Therevised definitionfocuseson
informationreceivedfromandidentifiedby theclientas
being confidential whengiventotheappraiser.

Competency Rule: The Competency Rule hasbeen
changed to acknowledge that different kinds of
competency inadditionto* geographic” competency
maly benecessary inanassignment. Theseinclude, but
arenot limitedto, “ an appraiser’ sfamiliarity withthe
specifictypeof property, amarket, ageographicarea, or
ananalytica method.” Whentheseor potentially other

forms of competency are necessary for developing
credibleresults, appraisersareresponsiblefor havingthe
requisite competency to complete the assignment
properly, or they must follow the stepsoutlinedinthe
Rule

Definitions: Modificationsweremadetothedefinitions
of Confidential Information, Personal Property, and
Report. The definition of Review was modified and
renamed Appraiser Review. Onenew definitionwas
added: Assgnment Resullts.

Standard 1: Standards Rule 1-2(f) was modified to
identify morespecifically thepartiesassociated withthe
appraiser’ sscopeof work obligations. Accordingly, the
phrase“third party” wasreplaced with*theclient, an
intended user, or theappraiser’ speersinthesameor a
gmilarassgnment.”

Standar d 2: StandardsRule2-4 waschangedtoclarify
what compliance with the Rule means and to permit
departure when the appraiser is not able to comply.
References to “the extent that is both possible and
gopropriate’ and“including experttestimony” havebeen
deleted.

Standard 3: Changes to Standard 3 restructure the
requirementsfor better organization, cons stency, and
undergtandability inappraisa review, clarify anumber of
concepts in the Standard, and incorporate personal
property vauation into the Standard's text. As
mentioned above, theterm Review wasmodified and
renamed Appraisal Review. More specifically, the
comment section of the Standard clarifiesthenature of
appraisal review and scope of work obligations.
Standards Rules 3-1 and 3-2 have been expanded to
achieve better clarity and consistency with the other
devel opment and reporting standards. StandardsRule
3-3wasaddedto clarify how the Standardsappliesto
oral appraisal review reports. Statement 1 (STM-1),
which concerned clarifications to the Comment on
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Mortgage Brokers to be

Standards Rule 3-1(Q) in previous editions, was

retired (seebelow). RegLIIated
Standards 7 and 8: With the exception of A New Commission
Standards Rule 8-5, Standards 7 and 8 were to be Appointed

comprehensively updated toincludeterminology

familiar topersonal property appraisers,toensure  TheGovernor hassigned thenew Utah Residential Mortgage

consistency, whereappropriate, withthestructure  PracticesAct which allowsfor mortgagebrokersinthestate of

and concepts adopted in other parts of the Utahtonow beregisteredwiththeDivisionof Real Estate.

document, and to assist persona property

appraisers and users of personal property Partof theact allowsfor thecreation of the Residential Mort-

appraisals in understanding and applying the gageRegulatory Commission. TheCommissionwill becom-

Standardsin practice. prised of fivemembers: twofromthemortgageindustry, and
twofromthegenerd public. Thefifthmember will beeither the

Standards 9 and 10: With the exception of commissioner fromtheDepartment of Financial I ngtitutionsor

Standards Rules 10-1(c) and 10-5, Standards9  someone hehasdesignated to act on hisbehalf. Thetwo

and 10 werecomprehensively updatedtoinclude  industry membersmust haveat least threeyearsof residential

terminology familiar to business appraisers, to  mortgagelendingexperience.

ensure consistency, where appropriate, with the

structureand conceptsadoptedinother partsof the  ThisCommissionwill beappointed by theExecutiveDirector

document, and to assist business appraisersand  of the Department of Commercewiththeapproval of the

usersof businessandintangibleasset appraisalsin - Governor. |If you or anyoneyouknow would beinterestedin

understanding and applying the Standards in  servingonthisCommission, pleasenctify Ted Boyer, Director

practice. of theDivision of Real Estateat 530-6747.

Statement 1: As the subject matter of this
Statement was incorporated into the changes
associated with Standard 3, Stm-1 was retired.
However, itsnumber and placein the document
havebeenretainedfor editorial consistency.

Statements 3, 4, 6, 7 and 9: These Statements
have been edited to add references and/or text
cons stent with theterminol ogy usedinthecontext
of Standard 8. For example, previousreferencesto
“redl estate’ havebeendiminatedandreplacedwith ([ _
“property” or“ appraisals.” For Your Information

Advisory Opinions: Advisory Opinion 19 (AO-  Therewill beno Appraiser Licensing/Certification

19),“UnacceptableAssignment ConditionsinRedl Board me_eti nginthemonth of J_uly. Thenext sched-
Property Appraisal Assignments,” wasadded. uled meetingsare Tuesday, April 11™; Tuesday, May
9" Tuesday, June 13", and Tuesday, August 8. If it
Note: Administrative edits were made to all isyour intentionto attend aboard meeting, first call the
Divisionof Redl Estateto confirmthedateandtime.

sectionsof thedocument toimproveconsi stency.
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What Exactly is a
“True Copy”?

UCA 61-2b-34 defineswhat an appraiser’ srecord
keeping requirementsare. It statesthat
“(2) All personsregistered, licensed, or certified under this
chapter shall retainfor aperiod of fiveyearstheoriginal or
atrue copy of:

(8) eachwritten contract engaging hisservicesfor real

estate or real property appraisal work;

(b) eachappraisal report prepared or signed by him;
and

(c) al supporting dataassembled and formulated by the
appraiser inpreparing each appraisal report.”
[italics=emphasisadded]

Administrative Rule 162-106-6 definesexactly what is
meant by a“truecopy”. It says: “ Thetrue copy of an
appraisal report which anappraiser isrequired by Section
61-2b-34(1) toretain shall beaphotocopy or other exact
copy of thereport asit was provided to theclient, includ-

ing the appraiser’s signature.”
[italicsadded] Wﬁﬂ(

Doesthismean that the apprai ser cannot maintain his
recordsin acomputer data base because they need to have
asignature? Not necessarily.

AdminigtrativeRule162-106-6.3.3.2a lowsfor digital
signaturesunder certain circumstances. That rulestates
that“ A digital signaturemay beusedin placeof ahandwrit-
tensignatureonly if: (@) thesoftwareprogramwhich
generatesthedigital signaturehasasecurity feature; and
(b) theapprai ser ensuresthat hissignatureisprotected and
that no one other than the apprai ser has control of that
signature.” Under these circumstances, signed records
may beretained inthecomputer.

Otherwise, acopy of thesigned report deliveredtothe
client must beretainedfor thefiveyears.

Oneadditional requirement regarding signatures. Rule162-
3.3.2statesthat: “ Appraisersmay not affix their signatures
toappraisal reportsby meansof asignature stamp.”

Why Might Your
Experience
Application Fall In
Review?

By MikeChristensen

Appraiser Board Member
TheRed Estate Appraiser Licensingand Certification
Board hashad anincreasing number of Certified classifi-
cation gpplicantswho havefailedtheir experiencereview
and appea. Well quaifiedand screenedindividualshave
accepted appointmentsfromtheBoardto serveonthe
review committeeand voluntarily completetheseimportant
preliminary review services. Thesearenot cursory
reviewswhicharetakenlightly. Eachapplicant’ sreview
takesseveral hoursto complete. It must bestressed that
theissuanceof a“professiona” license, whichisintended
to*“ protect thepublic,” isat stake.

Whenamember of the Experience Review Committee
makesarecommendationtotheBoard that thequality of
theapprai ser’ swork doesor doesnot meet theminimum
standardsestablished by the Uniform Standard of Profes-
sional Appraisal Practice(USPAP), theBoard will
generally accept that recommendation. TheBoard
membersdonotindividualy review eachapplicant’s
submitted package unlessan appeal hasbeenfiled. If an
apped isfiled, theDivisionof Rea Estatewill schedulean
“informal hearing” whichalowstheapplicant torespond
tothe Experience Review Committee member’ sconcerns.
Applicantswhothink that by appealingtothe Board that
the Experience Review Committeemember’ srecommen-
dationwill automatically bediscarded, aremistaken. The
burdenisthesoleresponsibility of theagpplicantto” dem-
onstratethat [they] meet therequiredlicensing criteriaof
good moral character, honesty, integrity, truthful ness, and

competency.”

Itisinthisforumthat the Experience Review Committee
member’ snoted problemsbecomereadily apparent.
Theseproblemsincludethelack of supervisonand
training, unreasonablenumbersof reported appraisa’s
completedinagiventimeframe, incons stenciesinexperi-
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encelog record keeping, lack of appraisal knowledgeand
technique, inadequateethical standards, misuseand
relianceof automatically generated appraisal software
computations, and mistakesresultingfromthecarelessuse
of “boiler plate’ reports.

Certified Residential applicantsarerequiredto provide
several examplesof work for review, including 2-4 family
reports. Thesmall residentia income property appraisal
reportsareamajor stumbling block for many applicants
duetosignificant errorsfoundinthem. MLS*“sold” and
activelisting dataaregenerally consideredinappropriate
for useinarenta survey (current dataand no historical
dataisrequired). Itisappropriateto useactual rental
survey techniquesto providetheintended user of the
report with current and accurate market information
(including knocking on doorsinthesubject neighbor-
hood). A working knowledgeof land val uationtechniques
andtermsisalso necessary. Descriptionsof thecondition
of theimprovementsand cons stency with depreciation
applicationsisanother apparent problem.

All of theseconcernsshould havebeentakencareof in
thetraining processof theapplicant. If youareasupervi-
sory apprai ser, you aredoing nobody any favors, including
yoursdlf, if disciplinary actionresultsby not adequately
training thosewho are counting onyour guidance. Al-
thoughvery educational, an experiencereview informal
hearing can bean uncomfortable placeto beunlessyou
areprepared.

7 N\
A Note To Supervisory Appraisers

By Mike Christensen
Due to the new appraiser law effective May 3, 1999,
several “Unclassified” appraisers are working under
the supervision of Licensed and Certified appraisers.
Those appraisers who are “Unclassified” do not
receive these newsletters from the Division. Itisthe
responsibility of the Licensed and Certified
supervisory appraisers to inform them of all
information provided within the newsletters. Those
who are supervisory appraisers should make
themselves aware of all laws, standards, ethics, and
rulessurrounding their supervisory appraisa activities.

7
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Temporary Practice
Form Online

Inanefforttosmplify and standardizetheapplication
processof thetemporary practiceof real estateapprais-
ers, the Association of Appraiser Regulatory Officials
(AARO) hasnow posted auniversal temporary practice
applicationonline. Thestatesof Pennsylvania, Florida,
Ohio, Tennessee, Montana, Wyomingand North Carolina
haveel ected not to participatein AARO' sefforts. Ap-
praisersshould contact thesestatesdirectly for information
ontemporary practice.

Theonlineapplicationisafour-step process. Firgt,
appraisersmust click onaTemporary Practiceforms
button and compl etethetwo-pageapplicationform, the
affidavit of applicant, and the consent to serviceor pro-
cessform. Theaffidavit and consent formsmust besigned
and notarized.

Thenext stepinvolvesselectingthestateinwhichyouwish
toapply for atemporary practicepermit. TheAAROSsite
will link youtotheWeb page of thetemporary practice
statewhereinformati on on supplemental requirementsand
feesareavailable. Followtheinstructionscarefully in
order tofully comply withall requirementsof thetempo-
rary practicestate.

Stepthreeisto mail theformsand feestothestate board
of thetemporary practicestate. Thestatewill thenobtain
ahistory report fromtheNationa Registry.

Finally thetemporary practicestatewill issuethetempo-
rary practicepermitif all requirementshavebeen met by
theapplicant.

Tocheck our AARO’ snew streamlined processfor
yourself, visit AAROpsWebsiteatwww.aaro.net or go
totheDivisionof Readl Estateweb siteat
Www.commerce.state.ut.us.
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It’'s Important
to Keep Old
Copies of
USPAP

When you have annual publications of
important documents, such as USPAP,
there is a tendency to destroy the old
copy when you receivethe new version.
We al want to be up to date with the
latest information, and generally move
the latest issue of USPAP to the top of
our desk, tossing the out-of-date copies.

There is good reason to have copies of
past issues of USPAP in the event there
isaneedtoreview therulesthat werein
effect on the date the appraisal report
was prepared.

Lawsuitsand complaintsoften arisetwo
or moreyearsafter the datethe appraisal
report was prepared. Attorneyson both
sideswill bereviewingtherulesineffect
on the date of the completed appraisal
report, not therulesin effect today. Four
years ago you were complying with
USPAP that was effective on that date,
but it may be difficult to prove your
position without a copy of the
appropriateversion.

This is especidly true with the
substantial changesthat have been made
to USPAP over the past severa years.
Versions vary from year to year with
substantial  changes. Many state
Appraiser Boardsand L egislatureshave
writtenrulesthat requiretheappraiser to
comply withthe" current” version of the
USPAP, meaningtheversionthat wasin
effect on the date the appraisal report
was prepared.

Reprinted with permission from The Accredited
Review Appraiser. Vol. Xlll, No.

Proposed Rules Changes

The Utah Appraiser License and Certification Board has approved that the process of rule
making begin for thefollowing proposed rules changes. Somewill have significant impact
ontheappraisal profession, and it issuggested that each appraiser licensee becomefamiliar
with the proposed rules changes and be prepared to make written comment either for or
against each specific rule change. The comment period will run until May 9, 2000.

Rule 103 definesrequirementsregarding appraisal courseand instructor certifications. The
proposed changes to thisrule deal with how a school administersitsfinal examinations.

R162-103-3. Cour seCertification.

103.3.1 Each school requesting approval of a course designed to meet the
education requirements of licensure or certification shall make application for approval on
aform prescribed by the Division and shall pay the applicable fee. The application shall
include, and theBoard may consider, thefollowinginformationin determining eligibility for
approval:

(8) A course outlineincluding adescription of the course, the length of timeto be
spent on each subject area broken into segments of no more than 30 minutes each, and
three to five learning objectives for every three hours;

(b) Indication of any method of instruction other than lecture method including: a
dlide presentation, cassette, video tape, movie, home study, or other.

(c) A copy of thethreefinal examinations of the course][-enetsagdministeres;)
and the answer keyswhich [+5] are used to determine if the student has passed the coursg;

(d) An explanation of what the school procedure is [H-the-student-faitsthefinat
examination] for maintai ning the security of thefinal exams and the answer keys;

R162. Commer ce, Real Estate.
R162-103. Appraisal Education Requirements.

103.3.7 A maximum of 10% of the
required class time may be spent in testing,
including review test and final examination.
A student cannot challenge a course or any
part of a course of study by taking an exam
inlieu of attendance.

103.3.7.1 If astudent fails a school
final examination, he will not be allowed to
retest for a minimum of three days. The
student will not be allowed to retake the
same final exam, but will be given a new
examwith different questions.

103.3.7.21f thestudent fail sthefinal
examasecondtime, hewill not beallowedto
retest for aminimum of two weeks at which
time he will be given an entirely new exam
with completely new questions. If the
student failsthisthird exam, he will fail the
course.

a AN
Remember

You Must Notify
the Division
--in Writing --

Within 10 Days of:

Q

*a change of personal address
*a change of business address
*a change of name

*a change of personal or
business telephone number

ea conviction of a criminal ) - )
Rule162-104.18.2(h) isbetter clarified with

offense thefollowing language:
a filing of bankruptcy (h) Commercid, multi-family, indus-
s 4 trial, or other nonresidential [er—muttipte
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famity] use acreage [whichishonrestdentiat]
Fewer than 10 acres
[266] 10 acresor more

4 points
6 points

The most significant changes are found in R162-105 which deals
with an appraisers Scope of Authority. These rule changes define
what the authority of the “Unclassified” person is....what this
person can do or not do. And since it will be the responsibility of
the “ Supervising Appraiser” to assure that the unclassified person
is acting accordingly, there is some further direction given to that
supervising appraiser.

R162. Commer ce, Real Estate.

R162-105-1. Scopeof Authority.

105.1 Transaction value. “ Transaction value” means:

105.1.1 For loansor other extensions of credit, the amount
of the loan or extension of credit;

105.1.2 For sales, leases, purchases, and investmentsin or
exchanges of real property, the market value of the real property
interest involved; and

105.1.3 For thepooling of loansor interestsinreal property
for resale or purchase, the amount of theloan or market value of the
real property cal culated with respect to each such loan or interest in
real property.

105.2 State-Licensed Appraisers. In federally-related
transactions, the Utah Real Estate Appraiser Licensing Act and the
Financial Institutions Reform, Recovery, and Enforcement Act of
1989 and related federal regulations allow State-Licensed
Appraisers to perform the appraisal of non-complex one to four
residential units having atransaction value of less than $250,000.

105.2.1 Subject to the transaction value limits in Section
105.2, State-Licensed Appraisers may also perform appraisals in
federally-related transactions of vacant or unimproved land that is
utilized for oneto four family purposes, or for which the highest and
best useis 1-4 family purposes, so long asnet income capitalization
analysisis not required by the terms of the assignment.

105.2.2 State-Licensed Appraisers may not perform
appraisals of subdivisions in federally-related transactions for
which a development analysis/appraisal is necessary or for which
discounted cash flow analysis is required by the terms of the
assignment.

105.3Unclassfiedindividuals.

105.3.1 Unclassified individuals who have not yet
accumulated 100 experience points and who have not successfully
completed the education required for licensure may perform the
following duties under the direct supervision of a state-licensed or
state-certified appraiser: typing an appraiser’s research notes;
typing an appraisal report; accompanying an appraiser on an
inspection visit to a property; assisting an appraiser in measuring a
property; taking photographs of specific properties selected and
inspected by the appraiser; performing routine calculations; and
obtaining copies of assessment records, deeds, maps, and data
from real property data bases relating to properties selected by the

appraiser.

105.3.1.1 TheUnclassified I ndividual may accumulatethe
first 100 experience points with each duty listed in the following
table being worth 20% of the total points awarded from the
Appraisal Experience Points Schedule under Section 104-18.1 or
104-18.2. not to exceed the maximum number of pointsawarded for
each property. Applicants must have experiencein at least five of
the following categories and no more than one-third of the
experience can come from any one of thefollowing categories.

(a) type an appraisersresearch notes  20% of total points

(b) type an appraisal report 20% of total points

(c) accompany an appraiser on an inspection visit

20% of total points
(d) assist an appraiser in measuring property
20% of total points

(e) take photographs of specific properties selected and
inspected by the appraiser 20% of total points

(f) perform routine cal cul ations 20% of total points

(g) obtain copies of assessment records, deeds, maps and
datafrom real property databases relating to properties selected by
the supervising appraiser 20% of total points

105.3.1.[1]2 Unclassified individuals who have not yet
accumulated 100 experience points and who have not successfully
completed the education required for licensure may not participate
in: selecting comparables for an appraisal assignment; making
adjustments to comparables; drafting an appraisa report; and,
except when working in the presence of a state-licensed or state-
certified appraiser, inspecting a property that is the subject of an
appraisal or that may be used as a comparable in an appraisal, or
measuring a property.

105.3.2 Unclassified individuals who have accumulated
100 experience points and have successfully completed at least 30
hours of the education required for licensure may act in the capacity
of an appraisal “trainee” under the direct supervision of a state-
licensed or state-certified appraiser. A “trainee” is permitted to
have more than one supervising appraiser.

105.3.2.1 An appraiser “trainee” may, under the direct
supervision of a state-licensed or state-certified appraiser,
participate in selecting comparables for an appraisal assignment,
participate in making adjustments to comparables, draft appraisal
reports, and when working in the presence of a state-licensed or
state-certified appraiser, inspect a property that is the subject of an
appraisal or that may be used as a comparable in an appraisal, and
measure a property.

105.3.2.2 TheUnclassified Individual whoisa"“traineg”
may accumulate experience points with each duty listed in the
following table being worth 33.3% of thetotal pointsawarded from
the Apprai sal Experience Points Scheduleunder Section 104-18.1 or
104-18.2 not to exceed the maximum number of points awarded for
each property. “Trainee” experiencemust beearnedin at | east three
of the following categories and no more than one-third of their
experience can come from any one of thefollowing categories.

(a) participate in selecting comparables for an appraisal
assignment 33.3% of total points
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(b) participate in making adjustmentsto comparables
33.3% of total points

(c) draft appraisal reports 33.3% of total points

(d) when working in the presence of a state-licensed or
state-certified appraiser, inspect a property that is the subject of an
appraisal or that may be used as a comparable in an appraisal, and
measure the property 33.3% of total points

105.3.3 All experience points cannot be earned in one 12-
month period. For applicantsfor licensure, amaximum of 300 points
will becredited for any one 12-month period. Creditwill begivenfor
appraisal experience earned only within five years immediately
preceding thelicensureor certification application. Applicantswho
believe the Experience Points Schedul e does not adequately reflect
their experiencemay refer to Section 104-17.

105.3.[3]4 All unclassified individual sare prohibited from
signing an appraisal report or discussing an appraisal assignment
with anyone other than the appraiser responsible for the
assignment, state enforcement agencies and such third parties as
may be authorized by due process of law, or a duly authorized
professional peer review committee.

105.3.[4]5 A classified appraiser who supervises an
unclassified individual shall be responsible for the training and
d|rect superV|S|on of the unclassfled |nd|V|duaJ [aad—shal—l—requrre

105.3.5.1 Direct superwson shall consist of critical
observation and direction of all aspects of the appraisal process
and accepting full responsibility for the appraisal and the contents
of the appraisal report.

105.3.5.2 A classified appraiser shall require the
unclassified apprai ser to maintain alog in aform satisfactory to the
Board which shall contain, at minimum, the following information
for each appraisal.

[265:3-4-1](a) Typeof property;

[205:34-2Chientnameand-address;]

[265:3-4-3] (b) Address of apprai sed property;

[265:3-44](c) Description of work performed;

[265:34-5](d) Number of work hours;

[265:34-6](e) Signature and state license/certification
number of supervising appraiser

105.3.[4-7]6 Theunclassified individual [shal]may main-
tain a separate appraisal log for each supervising appraiser.

[195—3—4—14ypeef—prepe|=ty—

Key: real estate appraisal

Rule 162-107 defines what is Unprofessional Conduct. This rule
defines other responsibilities of the supervising appraiser.

R162. Commer ce, Real Estate.
R162-107. Unpr ofessional Conduct.

R162-107-1. Unpr ofessional Conduct

107.1 Unprofessional conduct includes the following
specific acts or omissions:

107.1.1[{ay] Violating or disregarding adisciplinary order
of the Utah Appraiser [Registratien]Licensing and Certification
Board or the division; [and]

107.1.2[{b)] Signing an appraisal report containing a
statement indicating that an appraiser has inspected a property if
the appraiser has not inspected the property[];

107.1.3 Signing an appraisal report as the supervising
appraiser without having given adequate supervision to the
registered appraiser or the unclassified assistant;

107.1.4 Allowing an appraiser in his employ, or an
appraiser whom he is otherwise responsible to supervise, to:

(a) exceed the authority of the subordinate appraiser’s
classification;

(b) engage in conduct which is a violation of Title 61,
Chapter 2b.

107.1.5Allowing anon-apprai ser to:

(a) exceed the authority granted to an unclassified person
by these rules;

(b) engage in conduct which would be aviolation of Title
61, Chapter 2b if done by an appraiser; or

107.1.6 Splitting appraisa fees with an unclassified
person, except that an unclassified person may be paid areasonable
salary or a reasonable hourly rate for lawful services actually
performed in connection with appraisals.

107.2 The Board may appoint members of the appraisal
industry to serve as a Technical Advisory Panel to provide advice
to the Division concerning technical appraisal issues and conduct
consgtituting unprofessional conduct.

Key: real estate appraisal, conduct

The final vote on the acceptance of these rules changes will be
made at the Appraiser Board meeting on May 9, 2000. Written
comment may be made to Ted Boyer, Division of Real Estate, PO
Box 146711, Salt LakeCity, UT 84114-6711 until April 30, 2000.

7 N\
Do you ever need to know whether someone is
Licensed or Certified with the Division?

You can check our web site at:
www.commerce.utah.gov
This will get you to the Department of
Commerce web site, and from there you can link
to the Division of Real Estate and access the
database of licensees.




